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EX PARTE OR LATE FILED

December 16, 1994

Ex Parte

Mr. W"dliam F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N. Jv., Room 222
Washington, D.e. 20554

Re: DEC Price C4]2 Review, CC Doclcet No. 94-1

Dear Mr. Caton:

SBC Communications Inc.
1401 I Street, N.W.
Suite 1100
Washington, D.C. 20005
Phone 202 526-8860

RECEIVED
DEC:16UM

In accordance with the Commission rules goyeming ex pane presentations, please
be advised that today, Stephen Melnikofl, Sallie W&S11Jroo!; Rick Gamez and the
undersigned representing Southwestern BeU met with James Colthmp, Special
Advisor to Commissioner Andrew Barrett and James Casserly, Senior Legal
Advisor to Commissioner Susan Ness to discuss Southwestern BeU's position
regarding the LEC price cap review. SWBT presented information regarding
access competition in the Houston market area, and information regarding the
influence of regulation on investment incentives. Attached are the handouts
provided in the meeting.

If you have any questions, please let me know.

Sincerely,

O'~_cJ~
Attachments

cc: James Coltharp
James Casserly

No. of Copies fec'd 0 J-I
UstABCOE



Southwestern Bell Position
LEC Price Cap Review

o Need a More Simple Plan

o Need the Right Plan

RECEIVED
DEC~161.

o One that is Rational Based on Competitive
Environment and Adaptive Where There is
Less Competition

•

Competition
Customer Needs

o One that Allows the Market to Create
Incentives for Investment in Regulated
Business

• Eliminate Sharing / Investment Follows
Opportunity
SWBT Is Not Disinvesting

o One that Does Not Penalize LEC for
Improved Productivity, Increased Demand, or
Reasonable Earnings



LEe Price Cap Plan
At Implementation (1-1-91)

Each Basket has its own Price Cap Index (PCI) = Inflation - Productivity Offset +/- Exogenous.

IntermaDon

PCI +/-5%

Audia I VIdea

PCI +/-5%

linter_gal •Baskets
PCI+O%

I High Cap I
PCI +/-5%

VoiceGnide

PCI +/-5%

I Speciaj I
PCI +0%

Wldeband

PCI +/-5%

'TraffiC SensitiveI
PCI +0%

Locai Transport

PCI +/-5%

Local Switchin..

PCI +/-5%

ICommon Une I
PCI (- Demand

Adjustment) +0%

051Subindexes ~ DS3

PCI +/-5% Pel +/-5%

ProductiVity Offset 3.3%, with 4.3% option.
50/50 Sharing, with eventual 100% sharing.

Excluded from price caps: special construction; pacxet switching; PIC change
charges; air-ground servies; eontrad offerings in combination with interexcnange
carriers for services to the Federaj Government.



LEe Price Cap Plan
as of 2-1-94, with Proposed Changes

Each Basket has its own Price Cap Index (PCI) = Inttation - Produc:Mty Offsat +/- Exogenous.
"

PCt +C%

~
IZone 1 J

Pel +5%-10%

I \
JZone 2 (

PCI +5%-10%

\

lZone 3(
Fel +:%-10%

'Mdecand I
PCI +/-5%

Audio / Vlc:tllCl

PCJ +I-at

Interca"ndcn
Charge

@ Inc!uces Cirec~

Trunked TlQ.f1spolt artd
E:irrar.c~ ~cjjities

I os§J1 DS3@_1
PCI+~5% PCl+/~

I~
IZone 1 f

PCI +5% -10%

I \
IZone 2 f

PCl +5% -10%
\
I

JZene 31
Pel +5% ·10%

IHigh Capacity I
PCI +/-5%

/,

I~
lZene 1 I

PCI +5%-10%

I \
lZone 2 (

PCI +5%-10%

\

JZone 3 ,

PCl +5% -10%

I Voice Grade I
PCI +/-5%

,

/

Separate zones
for Switc.~ed&
Special until ...

/
I

IZone 2l
PCI -:-5% -10%

; 1

Traffic
Sensitive

Pel +0%

PCI +/-5%

Operator Services
(proposed)

I 1 li_nJ_"_ki"_9__II'_c!1angel ~askets
~------, Pel +0% F<:1 +0%

I

I Tandem· I
PCI +2%-5%

" Includes Tandem I
SWitching Charge & :i\
Tandem-Sw. Transport /1\

~ Zene 1 r
PCl +5% -10%

Ieoo Vert. svcs·l
PCI +/-5%

I Database

Pel +/-5%

I

/

ICommon Line I
PCI (less Demand
Growth Adj.) +0%

ILccai Switd'li."~
PCI +/-0-10

IInformation

PCI +/-5%

Ccnneetion
Charge

Canr.ection Charge

Outside af Prics
CaD :askets

Shown here :lre those rules amend :lnd tbose
proposed by tbe FCC. The tr:lnsport structure
is chac con(:lined in CC Docke! No. 91-213.
S~:Jnd Reporr and Orde!:. rele:lsed 1-31-94.



Southwestern Bell Territory
(Switched and Special Access Revenue)

Ace... Revenue
As of February 1994

• Top 30% of Revenue
o Next 30% of Revenue

I Next 26% of Revenue
Bottom 16% of Revenue

~ Non SwaT Territory

MARKETING DEPARTMENT
GENERAL MANAGER-MARKETING SUPPORT



\
MARKETING DEPARTMENT
GenentI .......r-MwbtJng Support
8W_~v.wocm_revenue

r.

)
Houston Major Market Area

(Switched and Special Access Revenue)

Access Revenue
As of FlIbruary 1994

• Top 30% of Revenue

i Next 30% of Revenue
Next 25% of Revenue

. Bottom 15% of Revenue
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HOUSTON COMPETITIVE NETWORKS
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- Teleport

Competitor Fiber Routes
Downtown Houston

Fiber
- MFS

MARKETING DEPARTMENT
GENERAL MANAGER-MARKETING SUPPORT Phonoscope
sw_olsons4.wor_m_olson



Compe1~tor lF~ber Routes
Downtown Houston
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CAP Networks
Galleria Area Houston

PHONOSCOPE
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MARKETING DEPARTMENT
GENERAL MANAGER-MARKETING SUPPORT
sw_olsons12.wor_D1I_olson

DS1 & DS3locations

~ l'g = Building connected to a
competitor's network

M FS fiber

Phonoscope Fiber

Teleport Fiber
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